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 ACE Research Vignette: Is business planning important for entrepreneurial 
success?  
 
This series of research vignettes is aimed at sharing current and interesting research findings from our team of 
international Entrepreneurship researchers. This vignette, written by Professor Per Davidsson, takes a closer look at the 
value of business planning.  
 
Background and Research Question 
 
Business planning is often given a central role in entrepreneurship training and education. Moreover, business plan 
competitions abound, and external investors (are expected to) typically ask for a business plan before they show any 
interest in a business start-up. But is business planning really a recipe for success in entrepreneurship? There are certainly 
arguments in favour of this notion. Psychological research points at the importance of goal setting for motivation and 
achievement, and the idea that thinking things through carefully before acting certainly appeals to common sense. 
Further, a written plan makes it easier to communicate what the start-up is trying to achieve, and may help it become 
understood and accepted by others. However, critics also have good arguments. First, business start-ups are typically 
highly uncertain – does this type of activity really lend itself to detailed planning? Second, it has been argued that 
business planning merely becomes a ritual to please outside investors, with no (other) effects on what entrepreneurs 
actually do or how successful they are. Third, planning may divert a business founder away from action and towards 
building a future fantasy at the desk (or kitchen table). Perhaps they should rather spend their time testing ideas with 
potential buyers and resource providers, and changing the business concept in line with what has been learned? 
Therefore, the research question addressed in this vignette is: 
 
 










How was this investigated? 
We use three sources of evidence. First, Brinckmann and colleagues have conducted a so-called “meta-analysis” of past 
research on business planning. Meta-analysis is a technique for statistically aggregating the findings across all available 
studies. More than 11,000 firms from close to 50 data sets are included in their analyses. Second, we re-use evidence 
collected for our own previously published review of findings on the link between business planning and outcomes 
according to research following large random samples of early stage start-up. This adds 48 analyses based on large data 
sets from the Netherlands, Sweden, and the US. Third, we refer to findings from our own, Australian study of that kind, 
the CAUSEE project. The CAUSEE findings on business planning are going to be reported in full in a PhD dissertation by 
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Brinckmann’s study concludes that overall, the effect of business planning on the performance of small firms is positive. 
The average, adjusted correlation is .20, which is not negligible, but not very high, either (correlations can run from -1.00 
to +1.00 where the latter denotes a “perfect” positive relationship).  There was no difference in the size of effect between 
analyses focusing on the existence of a business plan and those assessing the content and amount of planning activities. 
Further, the effects of business planning depend on the culture of the country. Specifically, the positive effect is much 
weaker in countries characterized by high “uncertainty avoidance” (Australia has a medium level of uncertainty 
avoidance).  Importantly, the meta-analysis suggests that the positive effect of business planning is weaker for new firms 
compared to established firms.  
 
Firms that are “newer than new”, that is, they are still in the pre-operational stage, weigh very lightly in Brinckmann’s 
meta-analysis. Therefore, our own compilation of results from such studies is an important supplement. The result is 
interesting: analyses which relate business planning to continuation (rather than termination) of the start-up process, and 
making progress in it, often find positive results. However, when it comes to actually getting up-and-running; reaching 
first sales, or reporting profitability, there is almost no evidence of positive (or negative) effects of planning (on average). 
Australian CAUSEE data point in the same direction: there is no clear difference in start-up success between formal 
planners and non-planners. Among planners, those who prepare a formally written plan fare better than those who rely 
on an informal plan (who are the worst performing group). Further, given that planning is used, revision of the plan is 
clearly linked to better start-up outcomes. Somewhat unexpectedly, the effects of business planning are not markedly 
different for innovative vs. imitative start-ups, or for experienced vs. inexperienced business founders.   
 
Business and Policy Advice 
 
On average, business planning has positive effects for established small businesses. Practitioners on all levels – policy-
makers, investors and financial institutions, educators, counselors, consultants and business founders themselves – 
should understand that business planning is not necessarily helpful at the early stages of business development. One 
should therefore not make the business plan a requirement or main focus while neglecting other factors that have been 
proven more important. Founders need to balance planning with action as well as openness to new information and new 
opportunities. They must not get blindfolded by sticking too narrowly to a pre-determined plan. This said, the evidence 
does not suggest that the effect of planning in the start-up stage is necessarily negative. Thus, planning can be fruitful for 
some founders and some start-ups.  
 
The findings suggest that if planning is used, it should preferably take the form of a formally written plan which is a live 
document to be revised regularly.    
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